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Limited Liability Company
A limited liability company (LLC) is a business entity 
created by two or more people under state law. 
It has some aspects of a corporation and some 
aspects of a limited partnership. To create an LLC, 
you must file articles of organization and have an 
operating agreement. You must also determine a 
definite length of time that the business will exist. 
Costs of forming an LLC are similar to those of 
forming a corporation. 

Just like a corporation, the LLC is recognized as 
a completely separate business entity than its 
owners. Members also have limited liability for 
company debts just like stockholders of a corpora-
tion. However, members can attain partnership 
tax status so that business profits and losses are 
not taxed at the LLC level, but flow through to 
the members similar to that of an S Corporation. 
Members can still be personally liable for their 
own acts and member managers may also shoul-
der more liability than non-managing members. 

Management of an LLC is very flexible and can 
be handled as determined by the members. It can 
be as complicated as a corporate board of direc-
tors or as simple as a general partnership. The 
arrangement must be written in the operating 
agreement. Distribution of profits to members is 
also flexible.   

Forming LLCs has two major disadvantages. First, 
an LLC may decrease the number of persons 
eligible to receive government payments. Second, 
for purposes of transferring interests in the com-
pany, an LLC may not be discounted as much as 
a limited partnership. Transferring business inter-
ests by gift and sale is very flexible, but cannot be 
accomplished as quickly as with entities that may 
be discounted. 

. . . and justice for all 
The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and 
activities on the basis of race, color, national origin, gender, religion, age, disability, political 
beliefs, sexual orientation, and marital or family status. (Not all prohibited bases apply to all 
programs.) Many materials can be made available in alternative formats for ADA clients. To 
file a complaint of discrimination, write USDA, Office of Civil Rights, Room 326-W, Whitten 
Building, 14th and Independence Avenue, SW, Washington, DC 20250-9410 or call 202-720-
5964. Issued in furtherance of Cooperative Extension work, Acts of May 8 and June 30, 1914 
in cooperation with the U.S. Department of Agriculture. Jack M Payne, director, Cooperative 
Extension Service, Iowa State University of Science and Technology, Ames, Iowa.  BFC 15   February 2009


